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Denial of 2005 Applications for Income Tax Credit for
Recycling and/or Composting Equipment

FINAL RULING

The Kentucky Department of Revenue has denied the 2005 Applications for Income
Tax Credit for Recycling and/or Composting Equipment, Schedules RC. The table below
summarizes thc amount of credit that has been denied.

Tax Year Reeveling & Reeveling &
Composting Credit Compusiing Credit

per the ;‘\m;lic:uinn Denied
fou - ‘
Total

B - ‘') s 2 farm. The muck and straw is

removed from the barns, processed by the baler into rolls, and then uscd by local cattle farmers
as feed for their cattle. [ applied for the Income Tax Credit for Recycling and/or
Composting Equipment pursuant to KRS 141.390.

KRS 141.390 allows for a tax credit for recycling and/or composting equipment
purchased for use in Kentucky. At issuc is the Department of Revenue’s (“Department”)
position that a muck baler does not meet the statutory requirements set forth in KRS 141.390.
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B 2-cucs that the muck baler is equipment that performs the recycling/composting
process and should qualify for the credit. It 1s the Department’s position that the muck and
straw 1s not a product gencrated by a business or consumer which has served 1ts intended usc;
and it has not been separated from solid waste for the purpose of collection, recycling,
composting and disposition.

KRS 141.390(1)(a), (b) and (c) provide definitions and state:
(1) As used mn this scetion:

(2)“Postconsumer Waste” means any product generated
by a busincss or consumer which has served its
intended end use, and which has been scparated from
solid waste for the purposes of collecting, recycling,
composting, and disposition and which does not
include sccondary waste material or demolition waste;

(b)“Recycling equipment” means any machinery or
apparatus uscd cxclusively to process postconsumer
wastc material and manufacturing machinery used
exclusively to produce finished products composed of
substantial postconsumer waste material; and

(c)“Composting equipment” means equipment used in a
process by which biological decomposition of organic
solid wastc is carricd out under controlled aerobic
conditions, and which stabilizes the organic fraction
mnto a material which can easily and safely be stored,
handled and used in a cnvironmentally acceptable
IMANRNET.

KRS 141.390(2) states:

A taxpayer who purchases recycling or composting
equipment to be used exclusively within this state for
recycling and  composting  postconsumer  waste
matcrials shall be cntitled to a credit against the
mcome taxes imposed pursuant to this chapter, in the
amount equal to fifty percent (50%) of the installed
cost of the recycling or composting cquipment. The
amount of the credit claimed in the tax year during
which the recycling equipment is purchased shall not
cxceed ten percent (10%) of the amount of the total
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credit allowable and shall not exceed twenty-five
percent (25%) of the total of cach tax liability which
would othcrwise be duc.

It is the position of the Department that muck is a secondary waste matenial and not
postconsumer waste as defined by KRS 141.390(1)(z); therefore, s cquipment docs not
meet the definition of recycling equipment as stated in KRS 141.390(1)(b). Furthermore, the
equipment does not qualify as composting equipment as -s operations are not in the
nature of the process of composting,

Statutes that grant tax exemptions, deductions or credits such as KRS 141.390, are to be
strictly or narrowly construed, with any doubts resolved agamst their application. Tennessce Gas &

T ission Co. v. Commonwealth, 308 Ky. 571, 215 S.W.2d 102 (1948); Bigelow v. Recves, 285
Ky. 831, 149 S.W. 2d 499 (1941); T Accounts ftware Corp. v. United States, 301 F3d

1254 (10* Cir. 2002). Furthermore, the claimant of a tax credit bears the burden of proving that
he 15 catitled to the credit and that all applicable lcgal requirements have been met. Id.; scc also

Revenue Cabinet v. Hubbard, Ky., 37 S.W.3d 717, 719 (2000); Camcra Center, Inc. v. Reverue
Cabinet, Ky., 34 S.W.3d 39, 41 (2000).

I Gicd the initial protest on [}, 2006. The Dcpartment requested additional
information in letters dated NN, 2006 SRR, 2006: anc [N, 20 i

not respond to the requests.

The Department of Revenue has determined that the muck baler purchased by
Inc. does not qualify for the income tax credit under KRS 141.390. Therefore, the Department’s
denial of [l 1nc.’s application for an income tax credit for recycling and/or composting
cquipment for the tax year in question was correct and 1s hereby upheld.

This Ictter is the final rling of the Department of Revenue.
APPEAL

You may appeal this final ruling to the Kentucky Board of Tax Appcals pursuant to the
provisions of KRS 131.110, KRS 131.340-131.365, 103 KAR 1:010 and 802 KAR 1:010. If you
decide to appeal this final ruling, your petition of appeal must be filed at the prncipal office of the
Kentucky Board of Tax Appcals, 128 Brighton Park Boulevard, Frankfort, Kentucky 40602-2120,
within thirty (30) days from the date of this final ruling. The rules of the Kentucky Board of Tax
Appeals, which are set forth in 802 KAR 1:010, require that the petiton of appeal must:

1. Be filed in quintuphicatce;

2. Contain a brief statement of the law and facts in issue;

3. Contain the petitioner's or appellant’s position as to the law and facts; and
4. Includc a copy of this final ruling with cach copy of the petition of appcal.
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The petition of appeal must be in writing and signed by the petitioner or appellant. Filings
by facsimile or other clectronic means shall not be accepted.

Proceedings before the Kentucky Board of Tax Appeals are conducted i accordance with
103 KAR 1:010, 802 KAR 1:010 and KRS 131.340-131.365 and KRS Chapter 13B. Formal
hearings arc hcld by the Board concerning the tax appeals before it, with all testtmony and
proceedings officially reported. Legal representation of parties to appeals before the Board 15
governed by the following rules set forth in Section 2 (3) of 802 KAR 1:010:

1. An individual may rcpresent himself in hearings before the Board,
An individual who is not an attorney may not represent any other individual, corporation,
trust, cstate, or partncrship before the Board; and

3. An attorncy who is not licenscd to practice in Kentucky may practice before the Board 1f he
complies with Rule 3.030(2) of the Rules of the Kentucky Supreme Court.

You will be notified by the Clerk of the Board of the date and time sct for any hearmg.

Sincerely,
Finance and Administration Cabinct

Jason Snyder

Executive Director
Office of Legal Services
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